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(3) Notify the contractor promptly of 
any IR&D/B&P activities that are not 
of potential interest to DoD. 

(b) The Defense Contract Manage-
ment Agency or the military depart-
ment responsible for performing con-
tract administration functions is re-
sponsible for providing the Defense 
Contract Audit Agency (DCAA) with 
IR&D/B&P statistical information, as 
necessary, to assist DCAA in the an-
nual report required by paragraph (c) 
of this subsection. 

(c) DCAA is responsible for submit-
ting an annual report to the Director 
of Defense Procurement and Acquisi-
tion Policy, Office of the Under Sec-
retary of Defense (Acquisition, Tech-
nology, and Logistics (OUSD (AT&L))) 
setting forth required statistical infor-
mation relating to the DoD-wide IR&D/ 
B&P program. 

(d) The Director, Defense Research 
and Engineering 
(OUSD(AT&L)DDR&E), is responsible 
for establishing a regular method for 
communication— 

(1) From DoD to contractors, of time-
ly and comprehensive information re-
garding planned or expected DoD fu-
ture needs; and 

(2) From contractors to DoD, of brief 
technical descriptions of contractor 
IR&D projects. 

[64 FR 8730, Feb. 23, 1999, as amended at 65 
FR 39706, June 27, 2000; 65 FR 52953, Aug. 31, 
2000; 68 FR 7440, Feb. 14, 2003] 

Subpart 242.8—Disallowance of 
Costs 

242.801 Notice of intent to disallow 
costs. 

(e) A corporate administrative con-
tracting officer need not obtain the ap-
proval of the individual administrative 
contracting officers to disallow items 
of corporate expense. 

242.803 Disallowing costs after incur-
rence. 

(a) Contracting officer receipt of vouch-
ers. Contracting officer receipt of 
vouchers is applicable only for cost-re-
imbursement contracts with the Cana-
dian Commercial Corporation. See 
225.870–5(b) for invoice procedures. 

(b) Auditor receipt of voucher. 

(i) The contract auditor is the au-
thorized representative of the con-
tracting officer for— 

(A) Receiving vouchers from contrac-
tors; 

(B) Approving interim vouchers for 
provisional payment (this includes ap-
proving the fee portion of vouchers in 
accordance with the contract schedule 
and administrative contracting officer 
instructions) and sending them to the 
disbursing office; 

(C) Authorizing direct submission of 
interim vouchers for provisional pay-
ment to the disbursing office for con-
tractors with approved billing systems; 

(D) Reviewing completion/final 
vouchers and sending them to the ad-
ministrative contracting officer; and 

(E) Issuing DCAA Forms 1, Notice of 
Contract Costs Suspended and/or Dis-
approved, to deduct costs where allow-
ability is questionable. 

(ii) The administrative contracting 
officer— 

(A) Approves all completion/final 
vouchers and sends them to the dis-
bursing officer; and 

(B) May issue or direct the issuance 
of DCAA Form 1 on any cost when 
there is reason to believe it should be 
suspended or disallowed. 

[61 FR 25409, May 21, 1996, as amended at 61 
FR 25409, May 21, 1996; 61 FR 50454, Sept. 26, 
1996] 

Subpart 242.11—Production 
Surveillance and Reporting 

242.1104 Surveillance requirements. 
(a) The cognizant contract adminis-

tration office (CAO)— 
(i) Shall perform production surveil-

lance on all contractors that have 
Criticality Designator A or B con-
tracts; 

(ii) Shall not perform production sur-
veillance on contractors that have only 
Criticality Designator C contracts, un-
less specifically requested by the con-
tracting officer; and 

(iii) When production surveillance is 
required, shall— 

(A) Conduct a periodic risk assess-
ment of the contractor to determine 
the degree of production surveillance 
needed for all contracts awarded to 
that contractor. The risk assessment 
shall consider information provided by 
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the contractor and the contracting of-
ficer; 

(B) Develop a production surveillance 
plan based on the risk level determined 
during a risk assessment; 

(C) Modify the production surveil-
lance plan to incorporate any special 
surveillance requirements for indi-
vidual contracts, including any re-
quirements identified by the con-
tracting officer; and 

(D) Monitor contract progress and 
identify potential contract delin-
quencies in accordance with the pro-
duction surveillance plan. Contracts 
with Criticality Designator C are ex-
empt from this requirement unless spe-
cifically requested by the contracting 
officer. 

[69 FR 31912, June 8, 2004] 

242.1105 Assignment of criticality des-
ignator. 

(1) Contracting officers shall— 
(i) Assign criticality designator A to 

items with a priority 01, 02, 03, or 06 (if 
emergency supply of clothing) under 
DoD 4140.1–R, DoD Materiel Manage-
ment Regulation; and 

(ii) Ordinarily assign criticality des-
ignator C to unilateral purchase or-
ders. 

(2) Only the contracting officer shall 
change the assigned designator. 

[56 FR 36437, July 31, 1991, as amended at 67 
FR 61516, Oct. 1, 2002] 

242.1106 Reporting requirements. 

(a) See DoDI 5000.2, Operation of the 
Defense Acquisition System, for re-
porting requirements for defense tech-
nology projects and acquisition pro-
grams. Table E3.T2. of DoDI 5000.2 
specifies the earned value management 
system (EVMS) thresholds. When an of-
feror proposes an EVMS plan, follow 
the review procedures at PGI 
242.1106(a). The Defense Acquisition 
Guidebook provides additional guid-
ance on earned value management and 
identifies when cost/schedule status re-
ports are applicable. 

(b)(i) Within four working days after 
receipt of the contractor’s report, the 
CAO must provide the report and any 
required comments to the contracting 
officer and, unless otherwise specified 

in the contract, the inventory control 
manager. 

(ii) If the contractor’s report indi-
cates that the contract is on schedule 
and the CAO agrees, the CAO does not 
need to add further comments. In all 
other cases, the CAO must add com-
ments and recommend a course of ac-
tion. 

[65 FR 39723, June 27, 2000, as amended at 70 
FR 14575, Mar. 23, 2005] 

242.1107 Contract clause. 

(b) When using the clause at FAR 
52.242–2, include the following instruc-
tions in the contract schedule— 

(i) Frequency and timing of reporting 
(normally 5 working days after each re-
porting period); 

(ii) Contract line items, exhibits, or 
exhibit line items requiring reports; 

(iii) Offices (with addressees/codes) 
where reports should be sent (always 
include the contracting office and con-
tract administration office); and 

(iv) The following requirements for 
report content— 

(A) The problem, actual or potential, 
and its cause; 

(B) Items and quantities affected; 
(C) When the delinquency started or 

will start; 
(D) Actions taken to overcome the 

delinquency; 
(E) Estimated recovery date; and/or 
(F) Proposed schedule revision. 

242.1107–70 Solicitation provisions 
and contract clauses. 

(a) When the Government requires 
contractor compliance with DoD 
earned value management system cri-
teria— 

(1) Use the provision at 252.242–7001, 
Notice of Earned Value Management 
System, in solicitations; and 

(2) Use the clause at 252.242–7002, 
Earned Value Management System, in 
solicitations and contracts. 

(b) Use the clause at 252.242–7005, 
Cost/Schedule Status Report, in solici-
tations and contracts that require cost/ 
schedule status reports (i.e., when the 
Contract Data Requirements List in-
cludes DI–MGMT–81467). 

(c) Use the provision at 252.242–7006, 
Cost/Schedule Status Report Plans, in 
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